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ABSTRACT. Globalization has changed traditional systems to scientific systems rapidly. This 
reform took place every organizational process. Fiscal reforms are the major reforms in the 
organization. The objectives of fiscal reform is to enhance the quality of fiscal governance and 
public finance.  The fiscal reform also consolidate superior budgetary resources through better 
disciplinary fiscal policies.  These disciplined fiscal policies can be followed by the organizational 
and legislative measurements. It will leads to the introduction and establishment of new and 
independent fiscal rules. Now fiscal strategies moving towards the multi-annual budget system. The 
implementation of multi-annual budget system introduced the medium term budgetary system. The 
basic aim of this study is to introducing the importance of implementation of medium term budget 
system and the role of this budget system in public organizations. Fiscal management policies and 
tools plays important role in the sustainability of public finance in nations.   
1. INTRODUCTION 
Today, International competitiveness is the biggest challenge in national economies. It is 
comprised to establish and support between social and economic progress and development that 
will enhance the financial framework. This financial frame work will enhance the social and 
economic progress continuously for private and public financing organizations especially in Europe 
and international context (Stanciu, 2012 ).  
National financial rules and policies will provide the ways to public organizations to 
sustainability of national finance. These fiscal rules will imposed in the organizations to operate in 
the realities. This real time and situation policies and rules of nations will also enhance the 
sustainability and growth of economic factors of the nation. These policies not only provide the 
frame work to operate in local area but it is also support the organizations to analyze the needs of 
financial suitability across the national boundaries.  This framework also provide the guideline to 
make and enhance the international relations with other organizations operating in different 
countries. Public finance is not a single subject, it is compromised on different and complex and 
current situations which are integrated to many other factors (Romania, 2009 ).  
National budget is comprises of social contribution of public, different public control 
resources and major of national budget will be collected from the taxes from the public. This 
national budget will provide the finance to different public organizations to make their strategies 
especially fiscal policies of nation. Government budget not only spent on the financing of 
government organizations but it is also effect on the social and economic life pattern of the public. 
The conclusive intention of the government budget spending is to enhance the quality and living 
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standard of public through their financing activities to provide loans and financing them from 
collected taxes especially in Europe and generally all over the world (Stanciu, 2012 ).    
Sustainability of public finance is depends upon the tax system of the nation. If the tax system 
and its components are strictly followed in the country then the sustainability of finance will 
remains long and government should invest in the different projects to facilitate the public through 
economic development. Specific objective of every country should be achieved through fulfilling of 
the national development needs by the implementing the different fiscal policies which will leads to 
the better achievement of public finance. It is established that if better fiscal policies and strategies 
are formulated and implemented then the development of country enhance through the economic 
development (Rogerson, 2015). 
Success of organizations is possible only when the implementation of good strategies is 
possible. Only the formulation of good strategy is not achieved until it is implemented as they are 
developed. In the same way the consistency and predictability of fiscal policy is achieved through 
the implementation of fiscal strategies. These fiscal policies also encourage foreign investors to 
invest in country by safely funding their investment in the country. It is ensured the investors that 
their investment is placing in a developed framework which will lead the economic development of 
their funds to increase their profit. And the country provide suitable and growth worthy 
environment for them to invest (Lledó & Poplawski-Ribeiro, 2013).  
Annual budget preparation is the essential component of the fiscal policy. Every fiscal policy 
must prepare the annual budget of the country. This annual budget is not only concerning the 
current year. This budget will be consist if this budget will be consistent with the last 3 to 4 years. 
Budget consistency will show the economic stability and growth of the country. So, annual budget 
consistency is important in the formulation of fiscal strategies. This consistency of budget will be 
developed if annual budget policy is divided in the medium-term budget framework (MTBF) to 
achieve the fiscal policy goals in all over the world (Vlaicu, Verhoeven, Grigoli, & Mills, 2014).    
Numerous advantages like the accountability, consistency, strengthen the fiscal discipline and 
increase in the transparency of the fiscal system can be achieved through the implementation of 
medium-term budgetary framework (MTBF). These are the different budgetary processes that are 
implemented in different countries of the world to enhance the fiscal framework. This medium-term 
budgetary framework (MTBF) will be introduces all over the world in the period of crises. A lot of 
fiscal crises like public debt level or budget deficits can be resolved through the implementation of 
medium-term budgetary framework (Romania, 2009 ).  
Today, it is compulsory for all over the world to adopt medium-term budgetary framework to 
consolidate the fiscal policies of every country. Because in current situation every country is facing 
the economic crises and these crises has been hit the highest level of economic crises. So, in these 
crises the medium-term budgetary framework is necessary to adopt.  In our country the budgetary 
and fiscal policies has never been adopted. Because out fiscal policies has less consistency and the 
transparency is also required. Our country should try to meet the standards of fiscal and economic 
policies with European Commission to promote our fiscal policies which will encourage investors 
from other countries (Commission, 2015).   
2. MEDIUM-TERM BUDGETARY FRAMEWORK 
Global financial crises can be minimized through the adoption of recommendations of 
different international fiscal policy development bodies such as World Bank, European Commission 
International Monetary Fund and OECD. They will recommend each nation to adopt and align the 
standardized European fiscal policy. They will also recommend nations to bind a treaty with the 
European fiscal policy making organization to standardize their local fiscal policies to minimize the 
crises which are facing the nations.  Effectiveness of national fiscal policies can be enhanced 
through the continuous improvement in public finances. And the quality of these fiscal policies 
should measure continuously (Romania, 2009 ).  
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Stability and Growth Pact of European Commission has been revised in 2005. The main reason to 
revise this policy is to ensure and enhance the quality of European fiscal policy. This pack will also 
enhance the environment of the nation to invest in different businesses because nation will provide 
the more suitable for economic stability and development. This pack will also provide guidelines 
for the nation to formulate national fiscal strategies to enhance the quality. It will also enhance the 
predictability and transparency in the national fiscal policies. According to European Commission 
fiscal governance is the fundamental component of public finances (Tiţa, Oţetea, & Banu, 2014). 
National fiscal governance is comprises on the set of fiscal policies, strategies, rules and budgetary 
regulations of the country. It is compromises of the set of rules and regulations start from the 
procedures of preparation of budget, adoption of budget and the monitoring process of budget. 
Quality of fiscal governance can be achieved through the implementation of existing fiscal 
strategies, policies, rules and procedures. These fiscal strategies will also further implementing with 
the support of fiscal laws developed by the nation. These fiscal policies will be implemented with 
the support of government and the independent Fiscal Council which will ensure the 
implementation of fiscal policies in the country (Romania, 2009 ).  
 
Fiscal governance is compromised on these three dimensions.  
1. Fiscal council  
2. Fiscal policy  
3. Medium-term budget framework (MTBF) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The medium-term budgetary framework is the essential component of fiscal governance. The 
medium-term budgetary framework has the following advantages.  
 The medium-term budgetary framework is positively associated with the awareness of 
business environment because it will create the transparency in the fiscal policies.  
 The medium-term budgetary framework will improve the management of public expenditure 
and also improve the public budgetary tools. 
 The medium-term budgetary framework will also provide the clear way of responsibilities of 
fiscal policies.   
 The medium-term budgetary framework will also align the fiscal policies with European 
fiscal system and also brings reforms in the fiscal policies.  
 The medium-term budgetary framework will also increase ensure the continuity in adoption 
of fiscal policies in macroeconomic environment.  
Fiscal 
Governance 
  
 Fiscal Council 
 Fiscal Policy  
 MTBF   
Public 
Finance  
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 The medium-term budgetary framework will also increase the continuity of previous fiscal 
policies and also follow the objective of fiscal policies by the allocation of public resources 
effectively.  
 The medium-term budgetary framework will also modernize the old the techniques of fiscal 
budget to program-based budget which will clearly shows the infrastructure development, 
employment development and economic growth.  
 
The European Commission has developed the Stability and Growth Pact to ensure the quality of 
fiscal policies. The major component of fiscal policy is the medium-term budget framework. But 
medium-term budget framework is not the new concept. It is adopted in many countries before the 
development of the Stability and Growth Pact. Member of European Union has been implementing 
this medium-term budget framework in public finance a long time before the introduction of 
Stability and Growth Pact (Commission, 2015). 
In the same context Sweden has adopted the new medium term budget framework in 1997. The 
reason to implement this medium term budget framework is the economic, financial and fiscal 
crises in the nation. It will spread all over the nation in the early of 90’s. Furthermore Netherlands 
has adopted the multiannual budgetary system in 1994. It will also introduces in other countries like 
in Finland in 1995 it is introduced to overcome the financial and fiscal crises.  The rudimentary goal 
of this system is to develop the standardized financial rules and policies to bring the reforms in the 
fiscal development policy in the fiscal stability to minimize the economic recession (Tiţa et al., 
2014).    
The first step of medium-term budgetary framework is taken in the European Union by the United 
Kingdom in 1998. Because they have adopted two fiscal rules. First is called sustainability 
investment rule and the second is called the golden rule. These are the elementary rules and play the 
back bone role of public expenditure. These public expenditures will planned to sustain the fiscal 
policy for three years. Spanish has been adopted this model of medium-term budgetary framework 
in 2001 to take in practice from the adoption of fiscal model from English. The basic aim for the 
adoption of this model from English is to develop a balance in budget and it will also minimize the 
deficits from the budget (Tiţa et al., 2014).  
Medium-term budgetary framework is now become the prerequisite in the fiscal practices in 
European Union to establish national governments fiscal policies. It is the reality of public policy to 
implement the modern budgetary tools in the budgetary management process.  It is not imposed that 
the standardized alignment of common fiscal policies to the national fiscal policies. These policies 
has the common goals and compatibilities of national fiscal policies towards the implementation of 
standardized European Union fiscal policies through different treaties. Medium-term budgetary 
frameworks has approved and implemented in different countries that will leads to enhance the 
mechanism of logistic and traditional fiscal policies (Barbier & Burgess, 2015).         
Medium-term budgetary frameworks has been divided in to two main categories. This 
categorization is based on the continuity in the budget in the different countries all over the world. 
First main category of medium-term budgetary frameworks is the flexible medium-term budgetary 
frameworks. This framework will refer that’s the overall objectives can be of the country can be 
adjusted on the development of economies or the fiscal policies of the country. So, it is the flexible 
and will change as the fiscal policy will change. While the second category of medium-term 
budgetary framework is the fixed medium-term budgetary framework.  It refer as constant or 
remain the unchanged until all the time horizon. It will only change when the major change is occur 
it may the hyper economic recession or the change in government. Otherwise it remains the 
constant all over the time (Solomon, 2012).  
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Conclusions  
Medium-term budget framework is the process to adopt by any nation. First challenge will face in 
the development of medium-term budget framework, it will include all the macroeconomic models 
used in the budgetary process to use as the indicators to forecast the economic and fiscal 
development models.  
Second challenge of medium-term budget framework is to develop different fiscal strategies to 
enhance the effectiveness and also ensure the predictability and transparency of the fiscal system. 
This system will also predict the public spending, public debt, budget deficit and relevant revenues 
collected from taxes and other ways of income generation.   
Medium-term budget framework will also enhance the fiscal governance quality. It will also 
develop the measurement of logistic and institutional measure of fiscal policies through different 
fiscal rules and laws. Fiscal governance become more prioritized and it will be more characterized 
in the legislative measures at institutional as well as legislative level. It is consists of different laws 
on the developing the long term fiscal strategies to shift from the multi-annually budgetary 
programs. This strategies will implement in medium-term budget framework.  It will also 
introduces new fiscal laws which will be followed strictly. It will also ensure the effectiveness and 
efficiency of medium-term budget framework laws in the nations to encourage the foreign 
investors.  
In our country we have political instability which is effecting to fail in the introduction of the 
medium-term budget framework due to the lack of consistency and adoption of the fiscal policies. 
This political instability will also enhance the lack of clear fiscal strategies especially in taxes 
collection and other government collections from the public. These are the main reasons which will 
restrict the implementation of medium-term budget framework or the multi-annual budgeting in our 
nation.    
Medium-term budget framework is a complex issue which is connected with annual budget, 
budgetary process, fiscal rules and fiscal strategies. These are the indicators of macroeconomics. 
Effectively implementation of medium-term budget framework ensure the fiscal discipline.  
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